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SUBJECT: UKRAINIAN GAS PRODUCTION DECLINE 

SUMMARY: SOVIET FAILURE TO REPORT HALF-YEAR 1977 DATA FOR 
UKRAINIAN GAS PRODUCTION SUGGESTS THAT THE REPUBLIC'S GAS 
INDUSTRY HAS BEGUN A PERMANENT DECLINE. THE SERIOUSNESS OF 
THE INITIAL DROP IN OUTPUT IS UNCLEAR. BECAUSE OF THE 
UKRAINE'S IMPORTANCE TO SOVIET GAS PRODUCTION, INTENSIVE 
EFFORTS HAVE BEEN MADE TO MINIMIZE THE DROP FROM CURRENT 
EXTRACTION LEVELS. SEVERAL YEARS OF INTENSIVE EXPLOITATION 
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UNMATCHED BY NEW GAS DISCOVERIES, HOWEVER, MAY BE LEADING 
TO A SHARPER INITIAL FALL - AND LARGER OVERALL DECLINE 
DURING 1977-80 - IN OUTPUT THAN MOSCOW EXPECTED. 

END SUMMARY. 

1 . LACK OF DATA FOR UKRAINIAN NATURAL GAS PRODUCTION 
IN THE REPUB LIC'S STATISTICAL REPORT ON FIRST-HALF 
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ECONOMIC PERFORMANCE SUGGESTS THAT THE REPUBLIC S GAS OUTPUT 
HAS DEFINITELY BEGUN AN ABSOLUTE DECLINE. THE JULY 28 
PRAVDA UKRAINY REPORTS THAT UKRAINIAN "FUEL INDUSTRY" 
PRODUCTION IS UP 4 PERCENT OVER THE FIRST HALF-YEAR OF 
1976. IT DOES NOT PROVIDE OUTPUT DATA FOR GAS, ALTHOUGH 
IT DOES FOR OIL (5.4 MILLION TONS), COAL (109 MILLION TONS) 

AND ELECTRICITY (106 BILLION KW HRS). 

2. IT IS UNCLEAR HOW SERIOUS THE INITIAL DECLINE IN 
UKRAINIAN GAS OUTPUT MIGHT BE. SOVIET PLANNERS HAVE BEEN 
EXPECTING A PERMANENT DROP FOR SOME TIME. UNTIL THIS YEAR, 

THE UKRAINE WAS THE USSR'S LEADING GAS-PRODUCING REGION. 

FROM THE MID-SIXTIES UNTIL THE EARLY SEVENTIES, IT PRO- 
VIDED 30-31 PERCENT OF SOVIET GAS OUTPUT. AS GROWTH IN 
UKRAINIAN GAS PRODUCTION LEVELED OFF IN 1973, HOWEVER, 

THE REPUBLIC BEGAN TO GIVE WAY TO THE HIGH GROWTH RATES OF 
TURKMENIAN AND WEST SIBERIAN FIELDS. BY 1977 THE UKRAINE'S 
SHARE OF TOTAL GAS OUTPUT HAD FALLEN TO ROUGHLY 20 PERCENT. 

3. BECAUSE THE REPUBLIC’S CONTRIBUTION IS STILL LARGE, 

HOWEVER, THE SOVIETS HAVE MADE AN INTENSIVE EFFORT FIRST 
TO MAINTAIN CURRENT PRODUCTION LEVELS AND THEN TO 
MINIMIZE THE INEVITABLE FALL-OFF FROM THOSE LEVELS. 

DESPITE SUBSTANTIAL INCREASES IN PRODUCTION COSTS, MOSCOW 
HAS BEEN SUCCESSFUL IN THAT REGARD. UKRAINIAN GAS OUTPUT 
FOR 1976, WHICH WAS INITIALLY PLANNED TO FALL, HELD STEADY 
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AT 68.7 BILLION CU.M. APPARENTLY BECAUSE MORE EXTENSIVE 
DRILLING OF EXISTING FIELDS WAS PROVING EFFECTIVE, MOSCOW 
LAST YEAR REVISED UPWARD THE INITIAL 1980 UKRAINIAN PLAN OF 
53 BILLION CU.M. TO 59 BILLION. 

4. PRODUCTION WAS EXPECTED TO BEGIN DECLINING THIS YEAR. 

IT IS POSSIBLE, HOWEVER, THAT THIS INITIAL DROP HAS 
PROVED LARGER THAN EXPECTED. A LONG-STANDING FAILURE TO 
DISCOVER MAJOR NEW GAS RESERVES IN THE UKRAINE, COUPLED WITH 
INTENSIVE EXPLOITATION OF THE REPUBLIC'S EXISTING FIELDS, MAY 
BE LEADING TO A 1980 OUTPUT LEVEL CLOSER TO 53 BILLION CU.M. 

THAN TO 59 BILLION. 

5. A PRODUCTION DECLINE SHARPER THAN PLANNED COULD PLACE 
AN ADDED BURDEN ON TYUMEN OBLAST'S NEW GAS FIELDS TO 
MEET THEIR OWN 1980 TARGETS. MEANWHILE A CONTINUED SOVIET 
EFFORT TO RESTRICT THE DROP IN UKRAINIAN OUTPUT WOULD 
EXACERBATE THE DIMINISHING RETURNS ON CAPITAL INVESTMENT 
AND RISING EXTRACTION COSTS WHICH HAVE PLAGUED THE 
UKRAINIAN GAS INDUSTRY IN RECENT YEARS. 

6. THE DATA IN PRAVDA UKRAINY DO NOT, OF COURSE, PROVE 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


THAT GAS OUTPUT IS IN TROUBLE; THE FACT THAT HALF-YEAR 
FUEL PRODUCTION WAS UP BY 4 PERCENT WHILE THAT FOR OIL 
AND COAL FELL BEHIND LAST YEAR'S PERFORMANCE COULD BE 
TAKEN TO SUGGEST THAT GAS OUTPUT HAD TO MAKE UP THE 
DIFFERENCE. HOWEVER, AN UNEXPECTEDLY POOR SHOWING IN GAS 
EXTRACTION SEEMS A MORE LIKELY EXPLANATON FOR THE 
OMISSION OF DATA ON SUCH A MAJOR INDUSTRY IN THE REPUBLIC. 
TOON 
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